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Of the week's developients, the improved prospects of a judieial
settlerent of the potentially serious dispute between Peru and Colombia
over the llaya case (p., 2) is perhaps the most important,

CURRENT DEVSLOHIULTS

GERERAL s It appears likely that the Peru=Colombia dispute regarding
safe~conduct for APRA leader llaya de la Torre may be referred to the
International Court of Justice for settlement (p., 2).

HORTHERIl DIVISIOH: The Costa Rican Govermment, by promptly suppressing
an attempted coup, has consolidated President. rigueres' position and will
discourage further attempted coups for some time to come (p, 2),

SOUTLLTN DIVISIONs DBolivia's llertzog goverrment recently has shown signs
of strength, but still would be vulnerable to a well-planmed revolutionary
effort (p., 2). Argentina's government has wmoved toward a better under—
standing with the US, but basic differences will prevent an early accord

(p. 3).
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Foru will acoept Colombia's offer to refer the case of _t;hg&w
APIL Jeader Haya de ia Torre to the International Court . 't&c
the sy ma has been informed. e Perwvian Tl The
test te, reportedly, will propose irmed= Muifmm
iate conversations between the two governments relative to the druft~ il
ing of official notification of the reference of the casc to the e 2l

court in regular Ssession, ‘hile willingness to accept, in principle, {“(’,;__u;fwf{

’V
£

adjudication by the ilorld Court offers a means of sattlement suffie-.
-¢lently solemn and unbiaged to save the face of both govermments, it

TOMLS. T -_—

COSTA RICA: Provisional President Figueres! position as his coun-~ ‘ﬁ‘?\u
, _ ' -"5%79 leader should be further consolidateq by the case
and rapidity w ch he has suppressed the most recent series of

- _disturbances in San José, [
: HiTCOI(mBI Cardona, who led tho revolt, has been considered

10r some time the only serious contender for supreme power in Costa 25X6
Rica, His failure to achieve success, as well as his failure to

obtain either popular support or the moral backing of 0tilio Ulate

(vho is scheduled to Succeed Figueres as president in gy 1950),

will probably discourage further attempted coups from within the

governing group for Some time to come ‘ '

BOLIVIA:  The Hertzog govermnenﬁ has strengthened its Eosition by "“‘“A‘ el
: - force action to control labor unrest A0 The mines and | g 'p t e
continued revolutionary plotting but it still rerains vulnerable 3(

to a well~organized coup. Military and carabinero forces have been fy ("
Increased in the Catavi area, and a loecal state of siege has been
continued because of the activities of agitators who have hidden in
the mines to escape arrest Wkly for 29 Nar ,9), Travel to

the mining area has been res ricted and local controls tightened,
though the general state of Slege, established when a revolutionary
plot was discovered in February, has been terminated, Colonel Llosa
(Peruvian junta member, charged by Bolivia with alding the plot uy
cooperating with INR exiles in Peru) has been quoted as predicting a
new MR coup in early April, Although unsettled conditions still
make such attenpts possible, the govemmentis ability to withstand
them has been substantially increased, The Hertaog regime, however,
is §111 so weak that 1t would have difficulty in copings with a
well-organized coup which involved a combination of violence in the
mining areas with an I'NR-backed coup in the cities,

s

TR W ] 3 1

s

O s

it W

<= fiz g4l



AR

.

‘ Approved For REQe 2002/10/10 g£ARRDP79-01 090AOQ00020001 -7

Hiookly Céﬁtfibdtions;‘ | ' : o 5prfiiul9h9

(CIA Working Yaper)

L, ARGE{TIMA: Perdn Seoks a US-Argentine Aczord out is not yet Pre-
red to rake Necessary Concessions 4
Peron government has recently moved toward a better

understanding with the US, but prospects of an early accord are ’J .
poor because of certain fundamental diffeorences. ya

President Ferdn recently told US Chargé Ray that arg~
 entina must take steps to reach a necessary agreement with the U5,
Furthermore, the new Argentine economic administration has already

undertaken a substantial reoriontation of international trade policy

— many aspects of which are in line with US recormendations -- and
can be expected to extend and make the reorientation more effective
in order to stabilize the economy,

The most importent present barrier to a US-Argentine
rapprochement is the difference in views betwsen the two governments
concerning the treatment to be accorded to US vusiness with and
within Argentina, Iuch of the present US concern arises from the
possible application of Article LO of the new Constitution which -
authorizes government expropriation through purchase of any foreign~
ovned public utility company. ’

There is some reason to believe that 4Article LO was
deliberately written into the Constitution to gain bargaining ad=
vantage against the US and the UK =—- with which Zrgentina is now
negotiating a trade agreement =— and that therelore Perdn may be
expected to offer desired guarantecs against its possible impact
as long as he entertains hope of raining advantages thereby such
as dollars from incrcased participation in ECA, As a mabter of
fact, he has already told Tiay that,while he could not puarantee
any new company against application of Article L0, he belicves he
can rive written assurance that the one public utility company af-
fected would not e expropriated but would be purchased if taken
over, He also gave assurances that companies other than publie
utilities would not be so classilied as apprehended by "9 business
interests == particularly the meat packers,

, while there appear to be reasonably ocd prospects for
reaching a satisfactory compromise on application of *»ticle L0,
the provision of relief by the Argentine Government for US companies
from conditions of high labor costs and lack of dollar exchange,
which threaten to curtail or suspend operatioms, will probably be
more difficult to obtain, The ability ol the administration to pro=-
vide such relief will be limited by the precarious condition of the
national economy in which there has been no simificant improvement
- the shortage of dollar exchanze continues acute and laborfs de-
mand for wage increases remains intense, Furthermore, it is pos-
sible that progress toward an understanding with the 8 on these
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1ssuce may be retarded by Poron's preoccupation with domestic i
ipolitical considerations, his relatively poor comprchension of -
international economic realities, and his susceptibility to iso~ _
‘Jationist influences, . ; ‘
] ‘ . Therefore, while the opportunity for attainment of -
U5 policy objectives in relation to Argentina remains relatively
good, since Perdn has shown an increased awareness of the need -
‘for an Argentine~US rapprochement and has indicated a willinmess -
to make some concessions toward that end, the above-rentioned fun- -
damental points of difference will probably preclude reaching a _
general understanding in the immediate future,
: , .
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-.-and the Diaz government is powerless to correct them, Dut the .ational
~Police remain loyal, and conspirators seem to prefer to wait for econo—~

| _8hifts, ‘could conceivably take place in the next six or-eipght months,

- government, )

- approximately 40 percent of the republic's national income was derived Bereray S
- fram US sources and even in 1946, 35,000 Panamanian residents were on Encditi
‘the US payroll and received ©31,970,000 wages, ispecially during the ?/ e
“last year, however, both US dollar payments to Panamanians and dollar

~_not peceive a majority of the popular vote. im the recent eleckions and ¥y

(Smmmry 'Ecohomi'c conditions in Panama are at present unfavorabvle,

mic causes to topple the regime. Such an event, barring favorable.

The oxpocted ratification of the US-Panama Air Agreement by the iiational
Assembly will probably not be a sufficient achievement to save the Diaz

“~Econoriie conditions in Panama are unfavorable, Durins the war years,

-

Adinr, b

expenditures of US citizens in the llepublic have declined, As a conse~- :‘HZ ﬁfmm ﬂ:f{
quence, wnerployment has risen, shares on the Panamanian stock exchange °
have declined to new postwar lows, the bunks have imposed severe restric—'‘¢/ ’é“«'@‘“',}.»
tions on credit, the government budget is in imbalance, 'eanvhile prices,.‘é
especially of foodstuffs, remain high, A plaz to decrease the cost of Freat s
living is now under study by a presidential cormittee whereby popular L
type markets and restaurants would be installed in limited-income resi-~ u 0"""""11\
dential sections where consumers gould obtain products and/or meals through 4. o
the use of special coupons, Scarcity of employment on the lsthmus was pesadt 8:77
recently emphasized vhen more than 40D applicants sourht 27 positions : ,
available as vaccinators and inspectors at the’ Yellow Tever Control JEfice. e dihon

The goverrﬁnent of President Diaz rerné\ins powerless to take any posi- ?Lc. ~F
tive steps to alleviate these unfavorable economic conditions, Diaz did s G

J‘Abfgv{ ‘:V""{ L8
lis J :
not command & majority in the Jational levislature, The opro~ 25X6
sition has thus hlv . from which to ventilate

existin: administration

dnad nas reiused thus tar to offer legislative sancetion to any of the
important measures which the administration Las submitted to it, At the
most recent session the Assembly did not approve the govermment's budget,.
and rejected the government bill for salary increases dlon; with a pro-
posal for special fiscal powers,
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};,,;gh,ief “of Police Remon and the police which he commands have remained
| ‘ |organization known as
the pie de rra — groups of ruffians who go about carrying lead pipes
oonedaled in newspapers = has remained in being and continues to be a
ourde of discouragement to opposition groups, As a consequence, the op-

position has apparently decided for the time being that its best tactics
are Political rather than conspiratorial —- namely, to block the admini-

stration's measures in the Assembly and wait until the economic crisis
end the goverment's fiscal position becomes so embarrassed that it is
wmable t0 meet its own payrolls, This is a situation which no government
in tJe history of Panam has been able to survive, Although it is impos-

~gible to predict when this will happen, it is estimated that unless eco~

ncmiér conditions in the Liepublic take a definite turn for the better
wthin the next six to eight months, the Diaz regime will probably be
replaced by one more acceptable to the present opposition groups and the
Assegbly, OSuch a regime would possibly be less pro~US than the present
govefnment, but is 1s not believed that it would be so hostile to the

US ag to jeopardize US interests in the Republic,

‘ Q special session of the Panamanian fssembly will be called very

“goon to congider the draft of the Bilateral US-Panamanian Air Transport

Agreement, Wkly for 15 Feb Lj9) signed on 31 larch, It is now be~
lieved that this agreement has a fairly good chance of being approved by
the issembly, Dr. Alfaro, Panama's leading international lawyer, has

ooma” out in favor of the agreement and even Harmodio Arias, President

Diaz! most hated personal enemy and a bitter opponent of the administra-
tion, has not openly attacked the agreement. Its passage would probably
have a salutary =ffcct on US-Pamamanian relations in that it vould te a
‘bangﬂ.ble demonstration that the two countries can, by diplomatic neans,

 effegt an agreement over a highly c mtroversial subject which is accept-
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able to an Asserbly, the majority of the rembers of which are opposed to
the Qdm%gtm‘bion which negotiated it, At the same time, however, it
is npt felt that the passage of the agreement in itself will e a suffi~

5 efently impressive accomplishment to bolster up the position of the Diaz

administration to a point where existing economic conditions no longer
could Impair its stability,

3

i
i

25X6.

-
-
-
—
—
BN
- -
|
-

l!

iy W oPILTD

i1

rYyYy Yy r R




. ’eekly Gontributions, _
- (CIA Working Paper) - - . ‘
- Situation remorandum 19-Ly B S

(Smmnary' A substantialb :increase in tin prices during 19ho has

: depends on that commodity, The national economy, however, is bas:Lcally

'*brou{rht relative prosperity to the part of the Dolivian population that ﬁ'
M/\_/\

- unsound both because a majority of 3Jolivians 11vo on a 1ow-subsistence
. level and because 1ong-term prospects for Polivian tin are poor,
'Bolivian Covernment has made a few not very successful attempts to dew—
- eloy. agricultural production ‘Both Boliviat's tin production and its cf-

' .f.'orts to establish  ba onony are of :'mtcrost to the Lu )

013.V1an mines responded tc
194u by producing and exporting more than 70 million dollars worth of
ore. and concentrates, The total value of all Lolivian exports exceeded
100 million dollars, leaving a favorable merchandise balance of over
25 million dollars, These flpures, riniscule compared with statistics
of other countrleo, reflected an improvement in the economic status of
the 15,000 riners and the total of a million or so urban residents who
constitute the politicall:- and economically effective portion of the
population, Other Bolivians, though a majority of the population, are
only slightly affected by international trade or even by the money
economy of their own country, Tolivia's principal problem is to incor-
 porate these people into the national commmity to incrcase national
production at the same time that their standards of livinz, health, and
education are raised, Until this is done, there can be no sound econoy
nor any possibilmtv of modern and democratic development,

The larr-e m__neral product:.on vias pOSuLble bef‘ause no ma jor 1aoo:
disputes or “work stoppames have developed in the mines since the end of
1947, although unrest and politically inspired agitation have been prac—
tically continual, “iners received a 25 percent wage increase while
their living costs were maintained fairly constant by the companies!
commissary and housing arranr-ements, The povernment also courted the
miners! favor by cnacting a _very enerous rot:.renent law,

. Agricultwral workers, though they outnwber the miners 20 to 1, have
received very different treatment, Tolivian officials roalize, somawhat
vazuely, that the only hedre against complete depondence on mining is
the developrent of intensive, commerc*al agriculture, This mrooslem,

-("'_,SECRET_ L | | 7.
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iian population of the rural areas which now, forms a second,
4 gnored and silent nation which exists within the national bqundamea
but gfhich is only a detriment politically and economically, Some few
- agricultural projects have been of moderale success, but significant
Qeve,opmnt degends on larger funds for transportation and 1rr1[,at.ion
~Inview of an expected dislocation in metal markets, Bolivia is in a
pace against f:{me‘" o develop a ~reater measure of agricultural self-
gufficioncy before metal prices break. In offect, an sxbtension of time
“has been provided by the fact that Far Dastern conditions are such that
nal tin production may not be recstablished for some years T

(D

%overmnent finan ces dqspend pr:mar ily on expor‘o taxes on metals, so
‘bha’u regent higher prices have resulted in an increase of foreign ex—

§e holdings and the placing of exchange controls on 2 sound basis,

te this favorable s:L‘mmtion, the Dolivian Government has refused
'to rrgxce rrangements for service on 1‘cs 1314 million dollar deot o the

Us, as U’g observera feel it cot&.d Bolivian (:overnment intervent;lon

in the mining industry and its solicitous care for the mine woriers
2avz> combi.ned to make management reluctant to reinvest in mine facili
ies, Thus, long-term production must trend dowmward regardless of tin
pricos until adequate renewal of facilities is provided,

US :i.s congemed by both the ourrent and the long-tem tin pro~
duct on in Bolivia. . Bolivia supplies more than a quarter of present ts
| requ nts and the US needs to maintain DBolivian production as a "est~
ern Hemlsphere stand=by for crmergencies, Polivia's basic cconory =
whe ther aupported by continued tin production or by diversification of
minigc and agriculture — is also of interest to the US since Nolivia

is a "estern lemispherc nation and a partner in inter-/merican alliantes

and e,nt-erprises vhich depend on the economic and political health of
each member - ‘

[
i

4 | | -
V‘bhey lmow, is also related to the basic one of educating and developinp _
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